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Facilities with a percentage of Medicaid days that exceedsthe 

statewide mean less one standard deviationtheofpercentages of 

Medicaid days. 

g. 	 Theoccupancyadjustmentforoperatingandpatient care costsshallnot 

result in a reduction of morethan30 percent ofthe applicable class 

ceiling. The property cost and return on equityor use allowance 

components shall be adjusted proportionately. The proportionate 

adjustment forthe property and return on equityor use allowance per 

diems shall be made by multiplying each of two per diems bythe 

fraction 

The s u m  of the operating cost per thediem, adjusted for occupancy, plus 

patient care cost per diem, adjusted for occupancy; divided bythe s u m  of 

the unadjusted operating cost per diem the unadjusted patientcare 

cost perdiem. 

The property cost component shall not be subjectto this low occupancy 

adjustment if a facility is being reimbursed FRVS. 

8. 	 Determine the statewide property cost per diem ceilings for periods April 1, 

1983 to July 1,1985 as per a. through h. below. 

a. Calculate the per diem property cost for the array of newly constructed 

facilities by dividingthe total property cost the total patient days for 

each facility. 

b. 	 Calculatethestatewideaverageoccupancyforallfacilitiesused in 

setting the patientcare and operating ceilings. Calculate themedian 

occupancy for the array of newly constructed facilities. 

C. Calculatetwooccupancy-adjustedpropertyperdiems: 
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An average occupancy property per diemis calculated. 

The average occupancy property per diem equals the newly 

constructed facility occupancy divided bythe statewide average 

occupancy, times the newly constructed facility property per diem. 

(2) A median occupancy property per diem for newly constructed 

facilities is calculated as follows: 

The median occupancy property per diemequals the newly 

constructed facility occupancy, divided the median of 

newly-constructed facility occupancies, timesthe newly 

constructed facility property per diem. 

d.Adjustthe two occupancy-adjustedpropertyperdiemsfor the effects of 

construction cost inflation by multiplying each the fraction: Florida 

Construction Cost Inflation Index at midpoint of prospective rate period, 

divided by the Florida Construction Cost Inflation Index at midpoint of 

provider's cost report period. The calculation the Florida 

Construction Cost Inflation Indexis displayed in Appendix B. 

e. 	 Calculatethemedianandstandarddeviationof the distributionsof 

average occupancy and median occupancy property perdiems. 

f.Thestatewidepropertycostperdiemceilingforfacilitiesthathavemore 

than 18 months operating experience shallthe median of the average 

occupancy property per diems plus one standard deviation. 

g. The statewide propertyper diem ceiling for facilities that have 18 or 

fewer months of operating experience shall be the median of the 

distributionof median occupancy property per diems plusone standard 

deviation. A facility which has more than18 months operating 
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experience shall be subject to a weighted average property ceiling at the 

addition of beds 50 percent or more of the existing bed capacity,or 

the addition of60 beds or more. A weighted averagerate shall be 

computed, equal to the sum of 

1) 	 Actualperdiemcostsof the original facility, limited by the 

lower property ceiling, multiplied the ratio ofits beds to total 

facility beds; and 

2) 	 Actualperdiemcostsoftheaddition,limitedby the higher 

property ceiling, multiplied by the ratioitsofbeds to total 

facility beds. 

This weighted average rate shall be effective 18 months fromthe 

date the additional beds were put into service. 

h. Facilities that are notreimbursedbased on FRVS shall be subject to the 

property cost ceilings calculated at July1,1985. New property cost 

ceilings shallnot be calculated at subsequent rate semesters. 

9. Determinethe median inflated operating and patient care costs per diems for 

each of the four-classes and forthe whole State. 

10. 	 For eachof the per diems in 9. above, calculatethe ratios for each of the four 

class medians tothe State medians. 

11. Divide individual facility operating cost per diems and patient care cost per 

diems that resulted from Step B.7. by the ratio calculated forthe facility's class 

in step 10. 

-47- 




cost 

Low Term Care VersionXXTV 

13. 	 For each of the operating and patient care perdiems, exclude the lower and 

upper 10 percent of the per diems of Step B.ll. and calculatethe standard 

deviation for the remaining80 percent. 

14. 	 Establish the statewide cost based reimbursement ceiling for the operating cost 

per diemas the s u m  of the median plusone standard deviation and for the patient 

care cost per diemas the s u m  of the median plus1.75 standard deviations that 

resulted from Steps B.12. and B.13., respectively. 

15. 	 Establish the cost based reimbursement ceilings for operating and patient care 

costs perdiems for each class by multiplying thethe statewide ceilings times 

ratios calculated for that classin Step B.lO. 

16. 	 Effective July 1, 1996, except for only the January 1,2000 rate semester for the 

patient care component, and the July1,2002 rate semester forthe operating 

component, establish the target reimbursement for operating and patient care 

cost per diems for each provider by multiplying each provider's target 

reimbursement rate for operating and patient in Step B.16 from the previous 

rate semester, excluding incentives andthe Medicaid Adjustment Rate (MAR), 

with the quantity: 

Florida Nursing Home Cost Inflation Index 
1 + 1.4 X (at the midpoint of theprospectiverate period-1) 

Florida Nursing Home Cost Inflation Index at 
the midpoint ofthe current rate period 

In the above calculationthe 1.4 shall be referredto as the inflation multiplier. 

For the January 1,2000 rate semester only, the patientcare component inflation 

multiplier in the above equation shall be adjusted upward for each provider until 

this adjustment in conjunction with the adjustmentin B. 17. c. results in an 
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adjustmentin the inflation multiplier shall not resultin a patient care per 

that exceedsthe patient care per diem costs adjusted for inflationin 

Step B.6or be less than a patient care per diem cost calculated using an inflation 

multiplier of 1.4. 

For the July 1,2002 rate semester only,the operating component inflation 

multiplier in the above equation shall be adjusted upwardfor each provider until 

this adjustment in conjunction with the adjustment in B.17. c. resultsin an 

estimated additional reimbursement for the operating component per B.18. The 

aggregate of these adjustmentsin the inflation multipliershall not resultin an 

operating per diem rate that exceeds the operating per diem costs adjusted for 

inflation in stepB.6 or be less than an operatingper diem cost calculated using 

an inflation multiplier of 1.4. 

For the January 1,2002 rate semester, there shall not be a target applied to the 

direct and indirect care subcomponents ofthe patient care per diem. For rate 

semesters subsequent to January1,2002, the indirect patient care subcomponent 

shall be limited to the target reimbursement described above, whereas the direct 

patient care subcomponent shall not be limitedthetotarget reimbursement. 

17. 	 Establish the reimbursement ceilings for operating and patient care cost per 

diems for each class asthe lower of: 

a.ThecostbasedclassreimbursementceilingdeterminedinStepB.15. 

b.ForrateperiodsbeginningJuly 1,1996, exceptforonlytheJanuary 1, 

2000 rate semester for the patientcare component, the class 

reimbursement ceiling as calculatedin B.17.b., from the previous rate 

semester, inflated forward with 1.4 (inflation multiplier) timesrate of 

increase in the FloridaNursing Home Cost Inflation Index througha 
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ation similar to that givenin Step B.16. No reimbursement ceiling 

increase in excess of a 15 percentannualrate. For the January 1, 

2002 rate semester, there shall not be a target applied tothe direct and 

indirect care subcomponentsof the patient care per diem. For rate 

semesters subsequent to January1,2002, the indirect patient care 

subcomponent shall be limitedto the target reimbursement described 

above, whereas thedirect patient care subcomponent shall not be limited 

to the target reimbursement. 

C. 	 FortheJanuary 1,2000 ratesemesteronly,the1.4patient care component 

inflation multipliershall be adjusted upward for each class ceiling until 

this adjustment in conjunction withthe adjustment in B.16. resultsin an 

estimated additional reimbursementin the patient care component per 

B.18. The adjustment in the inflation multiplier shall not result in a patient 

care class ceiling that exceedsthe class ceilings determinedin Step B.15 or 

be less thanthe class ceiling calculated usingan inflation multiplier of 1.4 

For the July1,2002 rate semester only, the operating component inflation 

multiplier in the above equation shall be adjusted upward for each provider 

until this adjustment in conjunctionwith the adjustment in B.16.resultsin 

an estimated additional reimbursement the operating component per B. 

18. This adjustment in the inflation multiplier shallnot result in an 

operating class ceiling that exceedsthe operating class ceiling determined 

in stepB. 15 or be less thanthe class ceiling calculated using an inflation 

multiplier of 1.4. 

18. The adjustments made tothe patient care inflation multiplier in Sections I. B. 1 

V.B. 16 and B.17. of ths  plan shall be madeonly when the January 1 2000 rates 
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are initially established andshall not be subject to subsequent revision.These 

adjustments shall result in an estimated additional reimbursementin the patient 

care component of $9,05 1,822 for the January1,2000rate semester. 

The adjustments madeto the operating inflation multiplierin Sections I. B. 1, 

V.B.16 and B.17. of this plan shall be made only whenthe July 1,2002 rates are 

initially established and shall not be subject to subsequent revision. These 

adjustments shall result in thein an estimated additional reimbursement 

operating component of $26,925,842 the July 1,2002 rate semester. 

19. 	 Establish the reimbursement ceilings for the operating and patient care cost per 

diems forthe Size 1-100 bed "Central Florida Counties" and Size 101-500 beds 

"Central Florida Counties" classesas the arithmetic average of the 

reimbursement ceilings determined in Section V.B. 17. 

20. Compute the total cost-related per diem fora facility as thesum of: 

a. The lower of the property cost per diem obtained in Step B.7. or the 

applicable statewide property cost per diem ceiling calculated in B.8., 

for facilities not reimbursed under FRVS. For those reimbursed under 

FRVS, substitutethe FRVS rate calculated per SectionE. below, which 

shall be thesum of the property tax (which excludes sales tax on lease 

payments) and insurance per diems plusthe per diem calculated based 

on the indexed 80 percent asset value plus the ROEor use allowance per 

diem calculated onthe indexed 20 percent asset value. 

b.Returnonequityperdiemobtained in StepB.7. 

C. 	 Incentivesforboth the operatingandpatientcarecostsperdiems 

obtained inSteps C. or D. below. 
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The lower ofthe operating cost per diem obtainedin Step B.7, the 

operating target per diem obtainedin Step B.16., or the applicable 

ceiling obtainedin Step B. 17. 

e. The lower of the patient care cost per diem obtained in Step B.7, the 

patient care target per diem obtained in StepB.16., or the applicable 

ceiling obtained in Step 17. 

f. The lower of the indirect patient care cost per diem obtained in Step B.7, 

g

the indirect patientcare target per diem obtainedin Step B.16, or the 

applicable ceiling obtained in StepB. 17. 

TheMedicaidAdjustmentRate ( M A R )  add-on as describedinFbelow, 

the Case-mix Adjustment add-onas described in G below, and the Direct 

Care Staffing Adjustment add-on as describedHinbelow. For the 

January 1,2002 rate semester and subsequent rate semesters, the case

mix adjustment add-on and the Direct Carestaffing Adjustment (DCSA) 

add-on are eliminated. 

21. Establish the prospective per diem for a facilityas the result of Step B.20. 

C.Quality of care and cost containment incentives forrate periodsduring 

April 1,1983 through June30,1985. 

1. 	 To encouragehigh-qualitycarewhilecontainingcosts, th is  planprovides the 

following: 

a) 	 Providerswhoreceivea"conditional"licensureratingshallreceiveno 

incentive forthe duration of time that isthe conditional licensure rating 

applicable. 

b)Providersthatreceivea"standard"licensureratingmaybeeligiblefor 

an incentive. For any period during which a provider hasan operating 
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cost per diem from Step B.7. the class ceiling,an incentive of 

33.33 percent of the difference between the class ceiling and the 

operating cost per diem in computing thefrom Step B.7 shall be used 

provider's prospective per diemrate in Step B. 19.c.This incentive shall 

not be greaterthan20 percent ofthe class ceiling amount. 

2. 	 Providers with a "superior" licensure rating may be eligible for an incentive, in 

either the operating cost or both, for the period of timeor patient care cost area 

during which they have a superior licensure rating. The incentives shall be 

determined as follows: 

a) 	 If the operating cost per diem from Step B.6 is below the class ceiling, 

an incentive of 66.67 percentof the difference betweenthe class ceiling 

and the operating cost per diem from Step B.6 shall be used in 

computing the provider's reimbursement rate in Step B. This 

incentive shall not be greater 20 percent ofthe class ceiling. 

b) 	 If the patient care cost per diem from Step B.6 is below the class ceiling, 

an incentive 10 percent ofthe difference betweenthe class ceiling and 

the patientcare cost per diem from Step B.6 be used in computing 

the provider's reimbursementrate in Step B. 19c. This incentive shall 

not be greater than5 percent ofthe class ceiling. 

D. 	 Quality of care and cost containment incentives for rate periods beginning on or after 

July 1,1985 through June30,1996. 

1. 	 To encourage highquality carewhile containing costs, this planprovides for the 

following incentive payments. Incentives shall be paid the current rate 

semester period based on a weighted averageof the incentive amounts calculated 

using the licensure ratings that werein effect in the rate semester period1 year 
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operating costs, the operating cost per diem shallbe less thanthe class 

d licensure ratings other than conditional shall have been received. For 

patient care costs, the patient care cost per diem shall bethanthe class 

ceiling and a superior licensure rating must have been received. 

2. The calculation of the per diem incentive amounts are as follows: 

(a) 	 Determine the number of days during the 6-month period 1 year prior to 

the rate semester for the facility held each the three possible 

licensure ratings: superior, standard, and conditional. 

Example: For the ratesemester January 1, 1986 through June 30, 1986, the 6-monthperiod 

1 year prioris January 1,1985 to June 30, 1985. Duringthat prior period, the 

provider's licensure ratings were: 

RATING
DAYS PERIOD 

1/1/85Superior 31- 1/31/85 

2/1/85 - 3/31/85 59 

4/1/85 - 6130185 91 

181 

(b) For the rate periods beginning on or after January 1,1988, if the lower of 

the operating cost perdiem from Step B.6 andthe operating target per 

diem from Step B.16.is less than the class ceiling,calculatethe positive 

difference. If the lower of thetwo per diems is greater than the ceiling, 

then skip c.through e. below. 

(c) 	 Multiply the difference in (b) above by the product of .6667 times the 

proportion of days in the period 1 year prior that a superior licensure 

rating was held. Using the examplein (a) above,this product would be: 

(.6667) x (311181). For rate periods beginning July1, 1995, multiply the 
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DATEEFF ) x  ) -03 differencein (b) above bythe product of.64 times the proportion of days 

the period 1 year prior that a superior licensure rating was held. 

Using the examplein (a) above,this product would be:(.64) x (31/181). 

(d) Multiply the difference in (b) above by the product of 1/3 times the 

proportion of days in the period 1 year prior that a standard licensure 

rating was held. Example: (.3333) x (91/181). For rate periods 

beginning July1, 1995, multiplythe difference in (b) above by the 

product of .32 times the proportionof days in the period 1 year prior that 

a standard licensure rating was held. Example: (.32) x (91/18 1). 

(e) 	 Establish the weighted operating cost incentive per diem as the lesser of: 

the s u m  of the results of (c) (d) above; or 20 percent ofthe class 

operating cost ceiling for rate periods priorto January 1, 1988, or 15 

percent of the class operating reimbursement ceiling for rate periods 

beginning on orafter January 1, 1988, or 10 percentthe class 

operating reimbursement ceiling for rate periods beginning onor after 

July 1, 1995. 

( f )  For rate periods prior to January1, 1988,if the patient care cost per 

diem from Step B.6 is less thanthe class ceiling, calculatethe positive 

difference. If the patient care cost perdiem is greater than the class 

ceiling, skip(g) and (h) below. 

(g) 	 Multiply the difference in ( f )  above by the product of (.1) timesthe 

proportion of days in the periodone year prior that a superior licensure 

rating was held. Example: (.1)x (31/181). 

(h) Establish the weighted patientcare cost incentive as the lesser of: the 

result of(g) above; or 5 percent of the class patient care cost ceiling. 
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followinginformation: 

(1) 	 Current rate semesterperiod:January1 ,1986to 

June 30,1986; 

Rate semester period 1year prior: 

January 1,1985 to June30,1985; 

(2) Licensureratings in effectduringJanuary1 ,1985to 

June 30,1985: 

RATING PERIOD 

Superior 1/1/85- 1/31/85 

Conditional 2/1/85 - 3/31/85 

Standard 4/1/85 - 6130185 

DAYS 

31 

59 

-91 

181 

(3) The operating cost per diemis $3.00 below the class ceiling. 

(4) The patient care cost per diem is $10.00 below the class ceiling. 

The incentivefor the current rate semester period, January 1,1986 - June 30,1986 is: 

RATING: OPERATING 

x $3.00 $0.3426x31/181= 

Conditional N/A x x59/181= N/A 

Standard $3.00x .3333 x 91/181=’ SO27 
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RATING: PATIENT CARE 

xSuperior.1$10.0031/181= x 

Conditional 59/181=x 

Standard N/A x 91/181= 

Total Patient Care Incentive 

Total Incentive 
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$0.8453 

$0.1713 

N/A 

N/A 

$0.1713 

$1.0166 

This total incentive of $1.01 66 in V.B.20.c.is added in the rate calculation 

(k) For rate periods beginning on or after January 1, 1988, calculate each 

facility's reimbursement rate for patient care costsas described in V.B. 

20.e. Multiply this per diem by .03 times the proportion of days in the 

rate period one year prior that a superior licensure rating was held. 

Example:(.03) X 31/181).Theresultof this calculationwill 

represent the quality of care incentive to the provider is entitled. 

This incentive is to be includedin the provider's total reimbursement rate 

in place of the incentive determinedin V.D.2.(h). 

(1) For rate periods beginning on and after July 1, 1993, incentive payments shall be 

prorated based upona facility's Medicaid utilization percentage, except as 

modified in (m) below. Facilities with 90%or greater Medicaid utilization shall 

receive 100%of their incentives. Facilities with 20%or less Medicaid 

utilization shall receive no incentives. Facilities 20% and 90% 

Medicaid utilization shall have their incentives prorated by multiplying their 

incentives by the percentage calculatedin the following formula: 
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(m)ForrateperiodsbeginningJuly 1, 1995, facilities with 65% orless 

Medicaid utilization shall receive no operating incentives. 

Facilities between65% and 90% Medicaid utilizationshall have 

their operating incentives prorated by multiplying their operating 

incentives by the percentage calculatedin the following formula: 

medicaid Utilization % - 65%1 

100 x 25% 

E. 1. FRVSexisting at 1985.for facilitiesOctober 1, 

a.Eachexistingfacility,atOctober 1, 1985, shallhaveanFRVSrate 

established for capitalized tangible assets based upon the assets' 

acquisition costs at to July 18, 1984.the last dates of acquisition prior 

Facilities purchased after July18, 1984 and not enrolled in the Medicaid 

program priorto the purchase or facilities constructed after July18, 

1984 and enrolledin the program shall havean FRVS rate established on 

the basis ofthe last acquisition costs prior to enrollingin the Medicaid 

program. The acquisition costs shall be determined the most 

current depreciation schedule which shall be submitted by each provider. 

These acquisition costs, includingthe cost of capital improvements and 

additions subsequent to acquisition, shall be indexed forward to October 

1,1985 by a portion of the rate of increasein the Florida Construction 

Cost Inflation (FCCI) Index based onthe Dodge Construction Index. 

The changein the FCCI Index from September,1984 to March, 1985 
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11be usedto project the FCCI Index for October1, 1985,with no 

subsequent retroactive adjustment.The costs of land, buildings, 

equipment, and other capital items allowable for Medicaid 

reimbursement per CMS-PUB.15-1 (1 993) such as construction loan 

interest expense capitalized, financing points paid, attorneys fees, and 

other amortized "soft" costs associated with financing or acquisition 

shall be included in determining allowable acquisition costs subjectto 

indexing. Property taxes (which excludes salestax on lease payments) 

and property insurance expenses shall not be includedin the calculation 

of the FRVS rate, but shall be reimbursed prospectively, based on actual 

costs incurred and included the total property rate. For FRVS rates 

calculated after October1, 1985but prior to July1, 1991,the 6-month 

change in the FCCI Index based onthe Dodge Construction Index shall 

be determined for adjusting FRVS rates. For rates effective on orafter 

July 1,1991, the FCCI Index based on theDRI/McGraw- Hill Health 

Care Costs, Consumer Price Index All A l l  Items South Region 

shall be used. 

FRVS rates shall be adjusted for inflationon each January1 and July 1, 

using the changein the FCCI Index forthe most recent 6-month period 

published prior tothe rate semester. FRVS ratesshall be adjusted per 

subsections f. andj. below for changesin interest rates on capital debt 

instruments and for capital additions 1or improvements on each January 

and July1. (See AppendixB for computation ofthe index). 

b. 	 A single FCCI Index, based upon the average of the Dodge Construction 

indicies forthe six cities in Florida for which an index is published, shall 
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